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EXECUTIVE SUMMARY

Policymakers are interested in the extent to which the Food Stamp Program (FSP) is
serving its target population, as well as which subgroups are more or less likely to participate
in the program. This report is the second in a series of reports providing estimates of
participation in the FSP using more accurate data on eligibles and participants than has
previously been available.

The FSP participation rate is the ratio of the number of persons (or households)
participating in the FSP (or the actual benefits paid to participants) to the number of persons
(or households) who are eligible for the program (or the total benefits payable if all eligible
households participated). The estimates presented in this paper indicate that, in the 50 states
and the District of Columbia in August 1985, the following were true:

* 64 percent of the eligible individuals participated in the FSP;
* 59 percent of the eligible households participated in the program; and

»  participating households received 75 percent of the benefits payable
had all eligible households participated.

The higher rate for individuals than for households implies that larger households were more
likely to participate than smaller ones. The finding that the benefit rate was higher than the
household rate implies that households eligible for larger benefits were more likely to
participate than households eligible for smaller benefits. These participation rates, while not
strictly comparable to earlier findings due to methodological differences, are approximately the
same as those reported for 1984 (Doyle and Beebout, 1988).

ESTIMATES OF PARTICIPATION BY SELECTED DEMOGRAPHIC CHARACTERISTICS

The estimates show considerable variation across selected demographic groups.

*  Regardless of the participation measure used (individual, household,
or benefit), preschool children and school-aged children participated at
higher than average rates. For example, the individual rates were 75
percent for preschoolers and 73 percent for school children. The
benefit rate for households with school children was 82 percent,
compared to an overall benefit rate of 75 percent.

*  Among the elderly, however, only 37 percent of eligible individuals
participated, although the rate was higher among those living alone
(41 percent), and was higher still among those receiving Supplemental
Security Income (SSI) (67 percent).



*  Among the disabled, close to 50 percent of the eligible individuals and
eligible households participated, receiving 66 percent of the benefits
payable if participation had been 100 percent.

*  Among households headed by a single woman with children,
approximately 75 percent participated.

*  Households headed by black, nonhispanic individuals participated at a
much higher rate (77 percent) than households headed by white,
nonhispanic individuals (49 percent) or hispanic individuals (55
percent).

ESTIMATES OF PARTICIPATION BY SELECTED ECONOMIC CHARACTERISTICS

The estimates for eligible individuals and households with different economic characteristics
show strong variation as well.

*  Participation generally varied inversely with income. Individuals and
households in poverty participated at considerably higher rates (79
percent and 75 percent, respectively) than individuals and households
overall.

*  Participation was greater amdng those eligible for larger benefits; the
household rates ranged from 27 percent for monthly benefits under
$10 to 87 percent for monthly benefits in excess of $150.

*  Households with earnings had a lower-than-average participation rate
(37 percent), whereas households receiving SSI, unemployment
compensation, or public assistance participated at higher-than-average
rates (66, 76 and 116! percent, respectively).

CHARACTERISTICS OF ELIGIBLE NONPARTICIPANTS

Approximately 4.8 million out of the 11.7 million households eligible for food stamps
did not participate in the program. More than half of the eligible nonparticipants had
incomes above the poverty line; one-third were eligible for a monthly benefit of $10 or less.
The nonparticipants were equally divided among four groups: households with elderly
persons, both above and below the poverty line, and households with workers, both above and
below the poverty line. Elderly nonparticipating households tended to consist of a single
individual while nonelderly nonparticipating households tended to consist of the working poor
with children. About half of the households above poverty were eligible for small benefits
(310 or less) and, hence, their lack of participation is not surprising. However, households in
poverty who did not participate tended to be eligible for large benefits (over half were eligible
for $75 or more per month).

1A percentage greater than 100% is obtained due to measurement and sampling errors in the
data.



I. INTRODUCTION

The Food Stamp Program (FSP) provides low-income households with assistance in
buying the food they need to maintain a nutritious diet. A food stamp household is generally
defined as a person living alone, or a group of persons living together and sharing food
purchases and meal preparation, whose monthly income and assets fall below specified limits.
The assistance is in the form of coupons that can be redeemed for food purchases. The
amount of the coupons is based on household size and income.

Not all households eligible for food stamps actually participate in the program. The
literature on the program suggests a variety of reasons for nonparticipation.! Some people
may be unaware of the program, while others may presume they are not eligible for benefits.
Other people may be aware of the program and their own eligibility for it, but view the
benefits as not worth the effort required to obtain and use them. Still others may not
participate because of the stigma they associate with the use of food stamps.

Obviously, since some eligible households do not apply for benefits, the FSP is not
serving the entire population targeted by the legislation that established the program. Indeed,
according to prevailing conceptual models of the decision to‘participate in the program,
participation should not be expected to be universal (see Allin and Beebout, 1989). But even
if participation will never be universal, the Congress and other policymakers are interested in
the proportion and characteristics of the eligible population that actually does participate in
the program. They are also interested in which subgroups of the target population are more

likely than others to participate in the program.

1See Allin and Beebout (1989) for a review of the literature.
1



This paper is the sixth in a series examining current issues on FSP participation, and
the second which provides estimates of rates of participation in the FSP both among the total
eligible population and among selected subgroups of that population that are of particular
interest to policymakers.? Previous estimates of FSP participation have varied widely,
because of differences in methodologies, differences in data sources, and inadequacies in the
data sources.> The estimates reported in this series are more comprehensive and more
accurate than most previous estimates. For this reason, and because these estimates are
generally higher than most of the participation rates reported in previous research, this report
should be of interest to policymakers who want to know how many and which program
eligibles participate in the FSP.

Because substantial methodological improvements were made to the procedures used to
estimate participation rates between the study of August 1984 participation rates (Doyle and
Beebout, 1988) and the current study of August 1985 rates, the results of these papers are not
directly comparable. These improvements are summarized in the Appendix.

The estimates in this series of reports are more accurate than most previous ones
primarily because they are based on the Survey of Income and Program Participation (SIPP).
Because eligibility for the FSP cannot be observed directly, the denominator of the
participation rate (the total number of program eligibles or total potential benefits) has to be
approximated using household survey data. In comparison to the household surveys used in
previous research, such as the Current Population Survey (CPS), SIPP contains more, and

more detailed, information on the household characteristics FSP administrators must consider

’The first report in the series which provides estimates of participation rates is Doyle and
Beebout (1988).

3For a review of the literature on FSP participation rates and estimation techniques, see Trippe
(1988).



when making actual eligibility determinations.* For example, SIPP contains information on
monthly (as opposed to annual) income, monthly household composition, most of the
expenses used in calculating deductions from income, and vehicular assets, thereby
significantly advancing our ability to approximate eligibility status using survey data.

Data for the numerators of the overall participation rates calculated here were derived
from the Food Stamp Program Statistical Summary of Operations (hereafter referred to as
Program Operations data) and were adjusted to account for benefits issued in error in August
19855 These administrative data are more accurate than the self-reported survey data
employed in some previous studies of FSP participation since recent research has indicated
that food stamp recipiency tends to be substantially underreported in household survey data
(U.S. Department of Commerce, 1987). Because the numerators of the ratios reported here
are based on administrative counts, they are more reliable estimates of the number of actual
participants and the amount of benefits paid. The Program Operations data do not, however,
contain data on subgroups of the participating population. Estimates for these groups were
calculated using a sample of food stamp case records from the Integrated Quality Control
System (IQCS) of the U.S. Department of Agriculture.®

Although our estimates represent an improvement over previous results, they are not
without their own sampling and measurement limitations. In particular, the underreporting of

public assistance income and recipiency common to all household surveys causes unrealistic

“The exception to this comparison is the 1979 Income Survey Development Program Research
Test Panel (ISDP), the precursor to SIPP.

5The Food Stamp Program Statistical Summary of Operations is a monthly record of benefits
issued and caseload serviced under the Food Stamp Program.

®The IQCS is a system of ongoing case record reviews designed to measure payment error rates
in the Food Stamp, Aid to Families with Dependent Children (AFDC), and Medicaid programs.
The IQCS is based on monthly probability samples drawn from all 50 states and the District of
Columbia; this study uses active cases in the July/August 1985 samples.
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estimates of food stamp participation rates among public assistance households. Furthermore,
the survey does not provide all of the information needed to perfectly determine the food
stamp-eligible unit in all households. In short, although this analysis represents a considerable
improvement over most previous efforts, perfect statistics on the FSP-eligible population, or
of subgroups participating in the program, are unattainable. Further research can reduce, but
not eliminate, the uncertainties in estimation.

The remainder of this report is organized as follows. An overview of the methodology
used is presented in Chapter II, while Chapter ITI reports the results for the overall
participation rates, the rates disaggregated by selected demographic and economic
characteristics, and the characteristics of those eligibles who did not participate. The report
concludes with a technical appendix describing our procedures for estimating food stamp
participation rates and differences in methodology between this report and the first report of
this series on program participation (Doyle and Beebout, 1988); estimates of sampling error in
the participation rate estimates; and the impact of asset measures on estimates of eligibles and

participation rates.



II. METHODOLOGY AND DATA

This section describes the methodology employed in constructing the FSP participation
rates presented in this report. Three rates of participation used in the literature are
introduced and defined, followed by a discussion of how these rates are computed. The latter
discussion includes a description of the criteria that FSP administrators use in making actual
eligibility and benefit determinations and an explanation of how a model of those criteria was

used to estimate the number of eligibles with SIPP data.

A. THREE ALTERNATIVE MEASURES OF FSP PARTICIPATION

No single measure of participation can adequately answer all the questions
policymakers have about participation in the FSP. The three alternative measures discussed
in the literature--the individual rate, the household rate, and the benefit rate--differ not only
in their magnitude, but also in their advantages and limitations in answering a given question.
It is therefore important to define each measure, specify its potential usefulness, and explain

how it has been used in previous studies.

1. The Individual Participation Rate

The individual participation rate is a ratio of the number of persons participating in the
FSP to the number of persons eligible for the program. Policy discussions about FSP
participation rates have tended to focus on research results based on the individual rate,
whereas discussions about participation behavior usually focus on a model of the household as
the decision-making unit. In some instances, the individual rate may be preferable to the
household rate, especially in answering questions about the participation of a particular

subgroup of the target population. For example, the proportion of eligible elderly individuals



who participate in the FSP is a better indication of the behavior patterns of the elderly than is

the proportion of all eligible households with an elderly member that participate.

2. The Household Participation Rate

The household participation rate is the ratio of the number of food stamp units, or
households, participating in the program to the number of households eligible for the
program. As just noted, analyses of participation behavior tend to rely on this rate because
the household is seen as the decision-making unit. The definition of the household as the
decision-making unit is derived in part from program rules that determine eligibility and
benefits for households, not for individuals. The household rate can differ significantly from
the individual rate because larger households are more likely to participate in the FSP than

one-person households.

3. The Benefit Rate

The benefit rate is the ratio of the actual benefits paid to program participants to the
total potential benefits payable if all program eligibles participated. Although it has not been
used extensively in previous research, the benefit rate may be the best overall measure of how
well the FSP is meeting the target population’s need for assistance. The benefit rate
estimates reported here are generally higher than the individual and household rate estimates,
indicating that households with higher benefit levels, and, thus, greater need, are more likely

to participate than households with lower benefit levels.

B. ESTIMATION OF PARTICIPATION RATES
Estimates of the numerators in the participation rate ratios reported here are based on
administrative data derived from three sources as described in the Appendix. The first source

is the Program Operations data providing the number of persons and households issued



benefits in August 1985 and the total dollar value of the coupons issued. These data were
adjusted to eliminate ineligible participants and erroneous benefits as determined from the
IQCS. Finally, the adjusted total number of participating households and persons and their
benefits were distributed across various demographic and economic characteristics based on
information from a sample of case records active in July and August 1985.’

Estimates of the denominators of the participation rate ratios were developed from
SIPP using the procedures outlined in the Appendix. In essence, a model of the food stamp
eligibility criteria formed the basis for determining which SIPP respondents belonged in the
sample of program eligibles. This model used a simulation procedure whereby we quantified
the program rules discussed below and applied them to each dwelling unit in the SIPP sample
in August 1985. For units determined to be eligible as a result of this simulation, we
estimated composition and potential benefits. Below we summarize the criteria program
administrators employ in making actual determinations of eligibility and benefits.

Eligibility for the FSP is based on a series of rules defining the applicant’s need, which
is deemed a function of available cash income conditional on unit (household) size, as well as
assets accessible to the um't.s‘ The determination of need for each household applying for
FSP benefits can be disaggregated into four distinct parts: (1) income limits, (2) asset limits,
(3) nonfinancial standards, and (4) benefit levels. The parameters of each of these partg vary

over time with cost-of-living adjustments and legislated changes in the program. This analysis

"This sample of cases was developed in the preparation of an annual report on the
characteristics of food stamp households (U.S. Department of Agriculture, 1987).

®The discussion that follows is an overview of the regulations governing FSP eligibility and
benefits. The complete regulations appear in the Code of Federal Regulations (7 CFR parts 270-
273). A more in-depth summary of those regulations appears in Doyle and Beebout (1988).



employs the FSP criteria in existence in August 1985, the month corresponding to the
administrative and SIPP data used.

The income test is comprised of two parts: a net and a gross income screen. Under
the net income screen, monthly gross income net of allowable expenses must fall below the
monthly federal poverty guidelines which vary by household size and geographic location.’
Under the gross income screen, food stamp units that do not contain elderly or disabled
members must also have gross incomes below 130 percent of the same poverty guidelines. In
August 1985, gross income, as measured by the program, included all cash income received by
members of the food stamp household, excluding the earnings of students under age 18, loans,
nonrecurring lump-sum payments, and reimbursement of certain expenses. Net income was
defined as gross income less a standard deduction, an earnings deduction, and deductions for
expenses incurred for child care, medical, and shelter costs.1

There are also two different asset limits. In 1985, a food stamp household could have
countable assets (or resources, as they are called in the administration of the program) of
$1,500 or less and remain eligible for benefits. If an elderly person was present, and the
household contained at least two members, the asset limit was $3,000. Selected pieces of
property, such as the principal home, adjacent land, most household goods, and vehicles
needed to produce income or to transport disabled individuals are not considered countable
resources, but all other financial and nonfinancial assets are generally included. In most

instances, assets are counted at their fair market value as long as they are accessible to at

®The income limits are based on the official monthly poverty guidelines, published by the U.S.
Department of Health and Human Services (DHHS), which are adjusted each year to account for
inflation. The income guidelines and other FSP parameters are generally the same for the 48
contiguous states and the District of Columbia and vary slightly for Alaska and Hawaii and the
territories.

1%The medical deduction is only allowed for medical expenses incurred by elderly or disabled
members of the household.



least one member of the food stamp household. The principal exception to this is the
treatment of vehicular assets.!!

Nonfinancial eligibility standards include the definition of the program unit and
characteristics of the unit (such as the presence of an elderly member) which affect eligibility.
In general, food stamp benefits are issued to "households,” but there are aspects of the
program unit definition that distinguish the term from the Census designation, namely, a
group of individuals who share living quarters.!?> The food stamp household consists of a
person who lives alone, or persons who live together and share food purchases and meal
preparation, with some exceptions for households containing elderly individuals unable to
prepare their own meals. Restrictions are imposed on the formation of the food stamp
household to prevent spouses, siblings, and parents with children under age 18 from forming
separate units within a dwelling unit even if they purchase and prepare meals separately.
Furthermore, selected individuals within a dwelling unit are excluded altogether from
participation in the FSP. These include illegal aliens, persons refusing to comply with work
registration requirements, strikers, and residents of most institutions. The FSP also contains
several provisions designed to require able-bodied adults to work, seek training preparatory
for work, or look for work. Individuals not exempt from these work registration requirements

are prohibited from participating in the program if they refuse to comply.

yehicles needed for work-related travel, and one additional vehicle owned by members of the
food stamp household, are valued at the current Blue Book value, and only the amount in excess
of $4,500 is considered available resources. Any remaining vehicles owned by members of the
household are subject to both a market value test and an equity test. The maximum of market
value, less $4,500, and the equity is counted towards the household’s assets.

2Groups of individuals who share living quarters are referred to as dwelling units or Census
households. The latter term is significant in this analysis because the dwelling unit is commonly the
interview unit used by the Census Bureau in collecting survey data on the U.S. population.
Specifically, as noted in the Introduction, the dwelling unit is the interview unit for SIPP.
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Households deemed eligible based on the criteria described above have their benefits
computed as the difference between the maximum food stamp benefit for their household size
and geographic location and 30 percent of their net monthly income.’® In August 1985, the
maximum food stamp benefit in the continental United States was $264 for a family of four.
Households of size 1 or 2 whose benefit computation results in coupon values of less than $10

are issued a minimum benefit of $10.

13The maximum food stamp benefit in 1985 was equal to the Thrifty Food Plan for a family of
4 adjusted for the size of the unit using economies of scale specified through legislation.
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